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MOU.P0008347 NB 1-405 Connector Gap Closure at US-10l 	 OS-CAL-G03 

EXECUTIVE SUMMARY 


At the request of the Project Manger, Robert Machuca, an interim revicw was completed by Los 
Angeles County Metropolitan Transportation Authority (Metro) Management Audit Services 
(Management Audit) for the Transportation Improvement Program (TIP) call for project 
Memorandum of Understanding (MOU) P0008347. This MOU is with State of California, 
Department ofTranspol1atioll (Calcrans) for right-of-way acquisition and construction of 
Northbound interstate 405 (NS 1-405) at US-I 0 I connector gap closure project from Greenleaf 
off-ramp to North ofYentura Boulevard under-crossing. 

The MOU total project bLldget amount is $45,698,600 which includes design, right-of-way 
support. right-of-way acquisition, construction support and construction cost. The scope of this 
review is limited to $37,361,600 for right-of-way acquisition and construction cost. The project 
budget for right-of-way acquisition is $8,859,600, which includes: 

• 	 $4,996,600 or 56.4 percent of Prop C 25 percent fund; 
• 	 $3,863,000 or 43.6 percent of Traffic Congestion ReiiefProgram (TCRP) Fund . 

The project budget for construction cost is $28,502,000, which includes: 
• 	 $3 ,091,000 or 10.84 percent of Prop C 25 percent fund; 
• 	 $25,411,000 or 89.16 percent of Grant Anticipation Revenue Vehicle (GA R V I:: E) 

Bond fund. 

The period under review is June 30, 2004 to June 30, 2007. This interim review is based on the 
original MOU and amendment one in effect during the period under review. 

The total project incurred cost of$29,169,176 is from the MOU inception date of June 30,2004 
to July 31,2007. The project incurred cost consists of$5,144,930 for right-of-way acquisition 
and $24,024,246 for construction . Based on this review we questioned $398,642. The 
questioned cost consists of $6,699 for non-allocable construction cost related to utility expenses 
and $391,943 for cost incurred after the June 30, 2007 lapsing date. Therefore, the total 
allowable project cost for the period under review is $28,770,534 . Metro's share of the total 
allowable project cost is $5,462.756 which includes $2,90 1,741, or 56.4 percent and $2,561,0 IS, 
or 10.84 percent, for right-way-acquisition and construction cost. Caltrans has been reimbursed 
$2,940.345 of the allowable project cost and no retention was withheld. For this interim review 
the remaining balance on the MOU is $2,624,844 ($8,087,600 - $5,462,756). 

During this review we found that Caltrans unilaterally decreased its Prop C funding requirement 
because the bid for the construction cost was lower than originally forecasted. Calrrans reduced 
the Prop C funds from $3,091,000 to $ ) ,299,000 and reduced {he allocation percenlagc for Prop 
C from 10.84 percent to 4.8 percent. 
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EXECUT[VE SUMMARY 


Ca[trans' representative advised us that the construction bid cost was [ower than originally 
forecasted (see "Resu[ts of Review" section of this report) creating the need to lower the Prop C 
25 percent funds allocation percentage. Ca[trans also obtained funding from the City of Los 
Angeles, which was not I isted as a source of funds in the MOU. Caltrans did not comply with 
the MOU terms for changing the funding source and allocation percentage. The MOU terms 
requires written agreement between both parties. We were advised that Metro's Project Manager 
is currently coordinating with Caltrans' Project Manager to amend the MOU to renect the 
reduction in thc Prop C 25 percent allocation and to extend lapsing date of the MOU . 

INTRODUCT[ON 


Background 

This MOU is between the Caltrans and Metro. The objective of the project is for Right~of-Way 
acquisition and Construction ofNB [-405 at US-lO 1 Connector Gap Closure Project from 
Green leaf off-ramp to north of Ventura Bou levard undercrossing. The project wi 11 alleviate 
heavy congestion and excessive weaving occurring at this location, improve transportation 
mobility, and enhance safety. The total estimated project cost is $45,698,600 and Metro's share 
is $8,087,600. The MOU commenced on June 30,2004 and lapsed on June 30,2007. 

Objectives 

The review objectives were to; 

• 	 Determine the allowabi[ity, allocability and reasonableness of the incurred cost. 

• 	 Determine whether costs incurred and billed were allowable under relevant cost standards 
and in compliance with the specific genera! terms of the MOU and project management 
guidelines. 

• 	 Determine whether costs incurred were properly and accurately charged to the MOU, 
were reasonable in amount, and were supported by documented evidence. 

• 	 Determine whether costs were properly recorded for reimbursement purposes and that 
reimbursements were received by Caltrans and the Metro's accounting records properly 
reflect these transactions. 

• 	 Determine whether invoices were submiued within the lapsing date and within the period 
for wh ich the funds were programmed. 
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INTRODUCTION 

The scope of this review is limited to $37,361,600 for the right-of-way acquisition and 
construction cost and the amounts invoiced by Caltrans for costs incurred from June 30,2004 to 
June 30,2007. 

We conducted this attestation review in accordance with Generally Accepted Government 
Auditing Standards. Those standards require that we plan and perfonn the review to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions 
based on our review objectives. We believe that the evidence obtained provides a reasonable 
basis for our findings and conclusions based on our review objectives. Wc used the cost 
principles contained in the Federal Acquisition Regulation (FAR) Subparts 31, and the MOU 
Provisions to evaluate and analyze the incurred cost. 

The cost claimed is the responsibility of Caltrans. Our responsibility is to express a conclusion 
based on the review. The review report is intended solely for the use of Metro's management 
and should not be used for any other purpose without first consulting Management Audit. 

MelhodoloQY 

We selected invoices submitted by Caltrans and traccd variOllS costs included on the invoices \0 

supporting documentation such as vendor's invoices. We reviewed the costs for allowability in 
accordance with applicable cost standards and compliance with the terms and conditions of the 
MOU . We also reviewed our internal accounting and grant records to determine if the amounts 
claimed for reimbursement, as represented by the invoices submitted by Caltrans, were actually 
paid. 

RESULTS 

Conclusion 

Project Cost 

The total project cost of $29, 169, 176 was incurred from inception of the MOU to July 31 , 2007. 
We questioned $398,642, which consists of$6,699 of construction cost for utility expenses that 
are not allocable to this MOU and $391,943 of cost incurred after the lapsing date of June 30, 
2007. Therefore, the allowable project cost is $28,770.534, which includes $5,144,930 right-of
way acquisition and $23,625,604 construction cost. Metro's share in Prop C 25 percent fund of 
the total allowable project cost is $2,90 I ,741, or 56.4 percent and 
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RESULTS 

$2,56 I ,0 15, or 10 .84 percent, for right-way-acquisition and construction cost. Caltrans was 
reimbursed $1,797,392 and $ I, I42,953 for right-of-way acquisition and construction. No 
retention has been withheld. The remaining balance on this MOU is $2,624,844 which includes 
$2.094,859 and $529,985 for right-of-way acquisition and construction, respectively . 

We were advised by the Project Manager that an amendment extending the lapsing date to June 
30. 20 II was executed after our interim review. We will determine the final allowable project 
cost when we perfonn a close-out review. See Appendix A for detailed result of review. 

Compliance with MOU Terms 

Caltrans is not in compliance with their MOU terms and conditions. For the period under review 
Caltrans has under-run the project cost by $2.522,4 J I because Caltrans unilaterally changed the 
Prop C fund allocation percentage without written agreement from Metro's Project Manager. 
During this review we were advised by Caltrans that the estimated construction cost for this 
project was lower than originally anticipated. Therefore, Caltrans unilaterally revised the MOU 
project cost and reduced the Prop C fund allocation percentage from 10.84 percent to 4.8 percent. 
The MOU includes funds from both Prop C and GAR VEE bond funds . Since the GARVEE 
bonds fund could not be reduced, Caltrans reduced the Prop C funds from $3 ,091,000 to 
$1,299,000 which reduced the Prop C fund allocation percentage. In addition, Caltrans obtained 
funding from the City or Los Angeles which is not I isted as a source of funds in this MOU. See 
Appendix A for detailed result of review. 

Section I 1.1 of Part II - General Terms of the Financial Agreement (FA). of the MOU states) 
"This FA. and its Attachments and the r~ference Guidelines, constitute the entire understanding 
between/he parties with respecllo the Project and the runds. The FA shall not be arnended. nor 
any provisions or breach hereojwaived. except in writing signed by the parties." 

Recommendation 

We recommend that Caltrans comply with Ihe terms of the MOU and obtain mutual agreement in 
writing in regards to any changes to the funding allocation percentages. We also recommend 
that a close out review be conducted as early as possible to confirm whether there is a Prop C 
funds balance remaining on this project that may be eligible for reprogramming to other projects. 

Management Response 

Metro Project Manager concurred with the results and recommendations of the audit. 
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RESULTS 

Caltrans' Response: 

In Caltrans' letter dated March 12,2009, Cal trans disagreed with the recommendation to obtain 
mutual agreement in writing in regards to any changes (0 the funding allocation. Caltrans' 
response stated that, "Caltrans believes that it did nol violale the terms oflhe MOU because the 
lowesl bidder's amount was less Ihan the programmed amounl. This resulted in a savinK /0 

capital costs. Caltrans believes that the MOU section cited by the auditors refers /0 changes 
Ihal are beyond the original scope ofthe MOU. In this particular case, Caltrans believes thaI 
because there were no changes beyond the original scope oflhe MOU, it did not need 10 ohtain 
mulual agreement in writing. Caltrans agrees wilh the recommendation that a close-out review 
be performed as early as possible. " Please see Appendix B for the letter . 

Auditors' Rejoinder: 

We disagree with Caltrans' explanation. The General Terms offhe MOU states that any changes 
to the Funding Agreement (FA) shall not be amended withouL written agreement signed by both 
parties. We believe an amendment LO the MOU is required before Caltrans declares the project 
complete and initiation of the final review for the project. 

Rent Expenses 

Caltrans does not have an allocation plan to allocate rent expense incurred by the Resident 
Engineer's (RE) office to fairly allocate these costs for projects sharing the same project field 
office. The current practice is to arbitrarily charge rent expense by randomly selecting projec(s 
to charge through out the fiscal year. There is no matching of thcse expenses to applicable 
projects in an objecti ve and reasonable manner. 

Contract Term Part II, section 5.2 of this MOU stated that Metro shall used applicable Federal 
Acquisition Regulations (FAR) in determining the reasonableness of project costs incurred. 
rAR Subpart 31.201-4, Determining allocability, states, "A cost is allocahle ifil is assignable or 
chargeable 10 one or more cost objectives on the basis ofrelat ive benefits received or ot her 
equilOble relationship. SubjecI to the foregOing, a cost is allocable fa a Government contract if 
it-(b) Benefits bOlh the contract and other work, and can be distributed to them in reasonable 
proportion to the benefits received ... " 

Caltrans did not allocate this expense to the MOU on the basis the benefit received by the 
applicable project. We believe that not having a proper allocation plan could result in over
billing of rent expense to Metro. For this MOU, the cost associated with the project is 
considered immaterial. However, we believe it should be noted in the event future cost becomes 
sign ifieanl. 
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RESULTS 

Recommendation 

We recommend that Caltrans establish an allocation plan to allocate rent expenses to the 
construction projects based on a beneficial and causal relationship. 

Management Response 

Metro Project Manager concurred with the results and recommendations of the audit. 

Caltrans'Response 

In CaLtrans' letter dated March 12, 2009, Cal trans agreed with our recommendation and stated 
that, "Caltrans is in process ojdeveloping a new process to allocate renlal expenses to all the 
projects zhat are benefitingfrom a particular RE's office. The methodjor allocating rent 
expenses will be based on a logical, proportional method such as each project's construction 
contract amount." Please see Appendix B for the letter. 

Ruthe Holden 
Chief Auditor 
March 2009 

Audit Team: 
Rey Alimoren 
Andrew Lin 
Kathy Knox 
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APPENDIX A 


INTERiM REVIEW 

MOU P0008347 


RIGHT-Of-WAY ACQUISITION AND CONSTRUCTION OF 

THE NB 1-405 AT US-IOI CONNECTOR GAP CLOSURE 


SUMMARY OF PROJECT FUNDING AND EXPENDITURES 

FROM INCEPTION TO JULY 31,2007 


Budgeted ,------" Total Project 1.----------.1' MOUI Description I Costs BalanceCost Per PCS Payment~ Ove r/(unde r 
a b c (! f=e-d g = a - d 

MTA Programmed Fund 
Right-or-Way Acquisition: 

TCRP $ 3,863,000 43.60% $ 2243,189 $ 2,243,189 n/a 

Prop C 25% 4,996,600 56.40% 2,901 ,741 2,901,741 S 1,797,392 $ (1,104,349) $ 2,094,859 


Subtotal 8,859,600 100.00% 5,144,930 5,144.930 \,797,392 ( 1,104,349) 2,094,859 


Constnlction Capital: 

GARVEE Bonds '5 25,411,000 89. 16% $ 21,420,018 S 21,064,589 n/a 

Prop C 25% 3.091,000 10.84% 2,604,228 2,561,015 1,142,953 ( 1 ,418,062) 529,985 

Subtotal 28,502,000 100.00% 24,024,246 23,625,604 1,142,953 ( 1,418,Q62) 529,985 

TOTAL 37,361,600 29,169,176 28,770,534 2,940,345 (2,522,411) 2,624,844 

Total Prop C $ 8,087,600 S 5,505,969 S 5,462,756 S 2,940,345 S (2,522,411) $ 2,624,844 
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DEPARTMF:/"iT OF TRANSPORTATION 
AUDITS AND INvr.STI(jA l·ION:'. 
I)()J (\ Sl j{F.H. SlIlW 200 
P. O OOX ')~~s!~ - MS 1 
SAC"RA.\AI·.NTO. C"A 9-t27~ ·o()O I ntf )'O... ,pm(,· 

~II(J~( (qI6) )ll·illl Ji.( "tIIt'i)' ,OI,·j.·jJ /" 

FAX (916) \2)-7IV 
TTY 711 

March 12, 2001) 

Mr. Roben Machu(· ~ 

Project M~naccr 
L()~ Al\gclcs Counly MClropoliLan Transpurtalion AUlhorily 
One (ialcwa)" Pla)';J (MS 99-22-2) 
Los Angeles. CA Q0012-2952 

Deor Mr. M"chUCJ : 

Thank you for the orporrunilY 10 respond 10 Ihe draft audil report on Ihe interim review 
JXrformcd on Memorandum of Understanding (MOU) T'0008347 belwecn Ih~ Los Ang.~les 
CounlY Mclropolililn TrM~pOrlaUon Aulhoril), (MelrO) and Ihe California Departmenl of 
Transportation (Callrans). ·me purpose or this MOU was for righi-of. way acquisition and 
conslruclion of]\'or1hbow,d lnicrsilltc 405 ~t US-tOl connector gap closure projCC( from 
Grecnlc~f off-ramp 1(, Noeth of Ventura l3oulev.ud under·crossing 

Th" purt>asc of the inlerim rc,·iew was 10 dctenmne Ihe allowahtlity. allocal">,liry, and 
rC;I.'ooablcncss of invoices suhmilled by Caltrans for the period of June 30.2004, 10 
Jun~ 30,2007. The scope of Ihc review was limil~d 10 the righl-of......ay acquisition .lrld 
eonSlruction costs oelhc MOU project, which had a S)7,361 ,600 budget. 

MClro a\,dl10rS conclut.lt:d Ihal OUI of the budgeled amounl ofS37.361,600. the 10lal projccl CO~I 
for righl-of-way 3UjtJisilion and conSlruclion for the period of June }O, 2004,10 July J 1,2007. 
was $29,169.176; and idcntilicd (he following fmdings : 

I . 	 Metro is qut~lioning ~02,951 In billed cMLS consisling of $6,699 in conSlruelion COSI, for 
ulili(y cxpenses Ihal were nOI alloeabl~ (0 th is MOU, Q.Ild $396,252 in billed COSIS (hal were 
H1CUTTCd ~Ocr Ihe IDfl~ing dnle of June .10, 2007. 

Callra".. Rl!sponJl!: There was no associoled recommendation in Ihe draft r~pon fo r Ih is 
finding However, Ca1tr~n~ Im~ already revcrsed Ihe costs Ihal wcre not alloc~blc 10 this MOl! 
~nd amended II>, MOU III ~Xlcnd Ihe lapsing dulL'. 

2. 	 Cahrans was nOI in compliance wilh Ihe (erm, of Ihe MOU bccJu~e ;1 changed Ihe 
percen1aGe (or (he Proposit;on C fuod allocation wilhoul wrillcn nGr~elllcnl from Metro's 
I'mj<:cl M.ln~gcr. Mclro auditors arc recommending Ihal Callrans comply wilh the lerms of 
Ihe MOU and oblain mUlual agrcemenl in ",Tiling whcncva Ihere are changes 10 Ihe 
funding allocation ptr.:enI3gc~ . In addil ion, Meiro audilo,S ~rc recommenuing IhHI n 

"( 'Dh'(Jf1SiJn:"~J m~/J t') /h" OIJ (.:111."..,JII-
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Mr. Robert Machuca 
March 12,2009 
Page 2 

dosc-out (Cview be conducted as early as pos~ib1c to detemline i r Ihen' an' fUllds to be 
reprogrammed . 

Colfrons Response: Caltruns belicv~ Ihal il did not violate Ihe terms of Ihe MOll because Ihe 
l(lw~st bidder's amount was !<!$S than tht programmed amount. This resulted in LI savings to 
capilal COSIS. Cahrans belie\'es lhat Ihe MOU seclioll cilcd by Ihe aud ilor); refers 10 ch:H1gcs 
Ihm arc beyond {h~ original scope of the MOU. In this particular case, Cahrans believes lhal 
bc~iluse there were no changes bcyond Ih~ original scope of the MOU, il did not need to obWln 
mutual agreement in writing. Caitrans agrees with the i"Ccommcndatilin Iha\ a clo~ - ('\ut review 
be performed as early 11$ possiblc. 

J. 	 Caltr:lns docs not have an allocation plan to alloealt: renl c:<pcmcs incurred by the I{c~i(lcnl 
Engineer's (RE) otTiee to Cairly allocate these costs 10 projects sharing the same (kid office 

Co/frOM R/!sponu: Calrrans i~ in thc process of developing:l new proCl:'~S 10 allocate rental 
expenses to all the projects thaI arc benerlling from a particular RE's of1i~e . The method for 
alloen/ing rent expenses will be based on a logical, proponional method such liS cilch proje~t'~ 
COlistntcti(ln contract amount. 

Please sec th" attached memorandum from the Division of Progrnm Project Manage!)\ent In 
Oi,trict 7 f(lr ~ complete respollS<: . 

C:lltrans appreciates (he oppMlunity 10 re~pond to the draft review rcp<ITt. If you have any 
questions, or require atidilj<mal information, plcnse cClntllcl I.ourinc Hohamera , Chid, Internal 
Audits, at (916) 323- 7107, or JUMi(a Oaier, Audil Supervisor, at (916) 323-7951. 

S ineacl y, 

GERALD A . LONG 
Deputy Director 
Audits ilnd Investigations 

Attachmenl 

c' 	 Ruthe Holden , Chief Auditor. Metro 
Kathy Knox. Supervising /\uditor, Metro 
A~drc\.\' Lin, Auditor. Metro 
Till Oill.h, Metru Audit Coordinator, District 7 
l,.aonne Ilnhamcra. Chier. Intemal Audits. Audits and Invcstil,(ations 
Juanitn Baier, Audit Supcrvi . ..:Of, Audits and Invesligations 
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STAn; OF CAUfOllN<A···8US I>l~ SS . TRANSPORTATION AND IlOIJSING.A_G£t->::V 

DEPARTMENT OF TRANSPORTATION 
[)yI~ Of P?o;r.lm Protbo. u.or..:ioQC.~"'" 
1M S. u."..., StiN'L ~ 100 


'-'" Mo<~' . CA 900'~ 

T"·J'~)~ 

F...... i1.)..1:l.?7..&(l11 

Mt:morandum 

To: 	 GERALD A. LONG 
Deputy Diro:tor 
A udilS and Invcstigations 

From: TAD TEf'ERI 

Program Project Ml!1lagcmL"Tlt 

Subjecl: Los Angeles Counry MelIopolilaJl TraMportalion of RealigJ"l and Widen Exisling 
Highway, from 0.1 km north of SL"pulvcda Boulevard undc:rcrossing to O.3km '>()uth of Routc 101 and 
40S Sc-parntiOIl - MOl) PR347 I EA 07-20120 

The Los Angeles County Metropolitan Transportation Agency (MeIIO) Budit identifies following 
Callr.ll1S qUCSlionllblc unden.a.k ing: 

• Audit Finding: The lobi project cost of S29,169,176 was incurred fTom inceprion of lhe MOU 
to July 31,2007. Wc questioned S402,9SI, wblcb consi~t~ of S6,69'J or construetion cost ror 
utility expenses that arc not allocahle to thIs MOU and S396,.251 (S394,852 + $1,400) of cost 
incurred arler the lapsiDg date 01 June 30, 2001. Thue(ore, the allowable project coU is 
528,16>6)25, which lDeludes 55,143,530 rlght-of·way acquisition and S23,622,695 
con.~truction cosL MetTo'~ share ill Prop C 25 percent fund of tbe total allowable project c:o~t is 
Sl,900,95 I , or 56.4 percent and S2,500.700, or 10..84 percent.. for rlght·way-acquisition and 
construction cost. CaltTllns was reimbursed 51,791,392 and $1,142,953 for right-of-way 
acquisition and ~nstruC1ion. No retention has tH!cn withheld. The remaining bal~nce on Ihis 
MOU is $5,141,.255 which includes :t3,I99,208 (54,996,600 - Sl,791,392) aDd $1,94&,047 
(53,091,000 - $1,142.953) for right-or-way acquisition :lind construction. respectively. 

The MOU amendment has extended !he 1ime of laps ing date. and lhe unallocated cost of SO,699 has been 
darr(>ed by Callfans Accoonung and accepted LAMTA auditor . 

• Audit Finding: Caltrans is Dot in compliance with Iheir MOU terms lind conditions. For the 
period under review ClIltrllns bas under-nln the project cost by $2,521,.306 bccau~e ClIIitrAns 
uni12ter.lllly cbanRoo the Prop (; fund allocation pt"rtentage without wr[lIell :.grcemcnl from 
Metro's Projed ManaRcr. During this review we were ad\;s~d by Caltra!15 that the ~Iimlllr<l 
ronstruction cost for thi~ project was lower than originlilly anricipat~. Therefore. CaJuans 
unilatt>rally revised the MOU project cou lind reduced the Prop C fLlnd :a11()C:oIfion percentage 
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from 10.84 percent to 4.8 percenl Tbe MOV Includeli fuods from both Prop C and 
GARVEE bond funds. Since the GARVEE bonds fund could not ~ reduced, Caltrans 
reducc-d tbe Prop C fund$ from $3,091,000 to $1,299,000 which reduced the Prop C fund 
allocation percentage. In addition, Callrans obtained funding from (hc City of Los Angeles 

which [s nol li't~ as a sourcc of fuods in this MOU. Sc-c appcndix (OT dctaillXl result o( 
revicw. 
Section 11.1 of Part" - General Terms of the Financial Agre-emfnt (FA), of the MOV srar~. 
"This FA, ond Us Attach",ent:< Imd the reference Guidelines, conSTitute the entire 
under~1anJing between the parties with respul to Ihe Pmject and Ihe Funds. Thl.' FA shall 
not be ame"ded. nor any provisi{)ns or breach hueofwaived, exupt in ....rilinl! .\·igned by the 
portits ... 

1l1e lowesl hidder was less than Ih~ MOU arnOW1t (progrJ.mmed amounl) which rc-suhed in a 
~ving of capilal cost The I)t;partment is not required 10 go back to eTC or rcnegOlialC Ihc MOU 
whenever i.ho-e is a small saving on the contract 
The audit finding reference 10 seclion 11.1 of Part It . General TC"nl~ of Ihe Financial Ag1t:em~nl 
(FA), "'ntLJ FA. and irs Allachmenls and Ihe reference Guidelinc.~. conslitltte Ihe enlire 
understanding bc"""'een the parties ......ith re.lpec/ta the Projecl and Ihe Funds. The FA shall 1101 

be amended, nor uny provisions or breach hereofwaived, except i" writing s;gnl!d by the 
parties." has not been violaled. The intenlion ofthi~ ~lion is both parties have 10 approve 
changes thai art: beyond the original scope of the MOU, either in Icrm of proJccl cost or seht:dule. 
The proje<:t cost in this case was entirely within the programmed amount, thus il should n,,1 

require an adjuslrncm 10 MOU in writing. 

• Audit Finding; Caitl".3ns docs Dot b:ave liD allocation pilin 10 allocate NDT ex~nsc incurred by 
the R~ident Engineer's (RE.) office To fairly aUocate these costs for projecls sbllring the Slime 
projed field office. The current practice is to arblrrarily chrge rent elpen~ by rlindomly 
selecting proje-cts to charge throufl.h oul tbe fiscal years. There is DO rnlItchlng of lbcse expen~ 
to applicable s>rojects in an objective and Te3sooable m"nner. 
CODtrlh:1 Term P2rt n, §eerion 5.2 of this MOU slllted that MetTo sball used applicable 
Feder"t Acqui§liion Re-gul:lnons (f"AR) in determining the re..asonllblcnes.s of project costs 
incurred. FAR Subpart 31.201-4, Determining allocability. stales, ...A co.'\t is allocable lfil U· 
ossignohl£ Or ehDJ"fteable to one or mare cost objecti"e~' on the basis ofrewfi\}~ benefit.\" 
r«ejl'ed or other equitoble r~lQlr/Jnship. Subject 10 lire foregoing, a cos, is wlocable to a 
Government Confrlu1 if ;J--{b) Benef/LI' bOlll the contract and olher W{)rk., and can be 
distribwed 10 Ihem ;n reasonable prop<)rti.on to 'he benejl1S received ... " 
Cattrans did Dot allocate this e:I~se TO the MOU OD the basis the beadir received by [he 
applicable projecl We believe by DOt baving a proper allocation plan, reot expense for this 
project could result in over hilling of projcct expense 10 Melro. For this MOU. the cost 
associatNl with the project i~ c.onsidered IInmalerial. However, we believe it should be noled 

in the evellt fulure cost becomes signiflcllot. 

In the near fubJre, CallTans Dislticl 7 will 'mplement II ~v process to spirt each month's rent cools IICfOSS the 
projectsiEAs that are supported by 1.he people working in the Residenl Engineer off,ce. The splil can be 
communicated to AccounUng either by the receiving record IX, if one Is not completed. by II memo. The splil 
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will be UpOated as the projects being wonc.ed on 001 of !he office c/1angcs. Methods (0( ll1& split will be some 
logical proportional method ·somell1it"lQ lIk.e each EA gclllno the percentage o/the reM cost based on the 
project's construction contract amounts. 

Should you have any qUCSlion~ regarding thi, response, please contact Javed Rah,m7adch al (213) 

~97~S46 . 

cc: Juani<.a Baier. A&I 
l.aurin.: Boham'... , AS! ( 
William I.c:wis. Chief. Accounts R~civable Branch.. DofA 
Judy Annslrons. Chief, RciO\hurs<;mcnt Seclion. DofA 
Gloria Mad.n7.. Di~rici 7 Reimbursement Accountant. DofA 
Cindy Wu. DlSlricl 7 Reimbursement AccOUJ)laDt. DofA 
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